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XV. Private HospitalproportionateShare Incentive Payments 

1. 	 The department recognizes that many private hospitals provide basic support for community 
and regional health care to clients who would otherwise be unableto readily access needed 
inpatient hospital service. To ensure continued access, the department will make a Private 
Hospital Proportionate Share (PHPS) incentive payment to, and may require specific services 
to be performed by, a hospital that qualifies. At least annually, the department will advise all 
such hospitals to formally request participation in the Private Hospital Pro-Share payment 
program. 

2. 	 Private Hospital Proportionate Share payments are subject to requirements, including upper 
payment limits to private hospitals, and other requirements identified in the StatePlan. The 
state intends to make Private Hospital Proportionate Share payments to facilities that satisfy 
such requirements to ensure continued access to inpatient hospital services and respective 
service to low-income persons with special needs. 

3. A qualified private hospital is one that: 
a) is enrolled as a Medicaid provider of inpatient hospital services; 
b) is located within the State of Alaska; 
c) is a privately owned and operated facility; 
d) submits an application to the department; and 
e) 	 enters into a written PHPS agreement with the department to provide additional 

services under Section XV-6 of this attachment. 

4. 	 PHPS payments shall be paid annually on or before September30th during each federal fiscal 
year. The state may make one additional payment per year, if needed to reconcile the federal 
fiscal year with state fiscal year expend ures. State fiscal year payments require money from 
two Federal fiscal years. The second payment may be held until the next Federal fiscal year 
monies are available. 

The state determines a reasonable estimate of what Medicare would have paid to privately 
owned hospitals by calculating the Medicare upper payment limit (UPL). The Medicare UPL 
is the result of inflating the TEFRAinpatient rate forward from the 1982 (check to make sure 
that this is true) base year, using allowable adjustments as set out in public law, the Federal 
register, notices fromthe Centers for Medicare and Medicaid Services, hearing decisions, or 
similar authoritative notices. For hospitals built after 1982, the first full year of operation is 
the hospital’s base year. 

The TEFRAinpatient rate is expressed as a discharge rate and Medicaid estimated payments 
are based on per diemrates. Medicaid inpatient days are divided by theaverage length of stay 
to obtain the Medicaid discharge rate. Medicaid discharges are thenmultiplied by the inflated 
TEFRA inpatient rate, resulting in the Medicare UPL. Inpatient rates and discharges are 
based on the mostrecent Medicare cost reports. 
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Total estimated Medicaid payments for the current year are obtained by multiplying the 
current facility Medicaid inpatient rate by thenumber of Medicaid inpatient days reported on 
the most recent Medicare cost report. This total is then subtracted from the UPL to determine 
the difference, if any, between the UPL and the estimated Medicaid payments. The most recent 
complete Medicare costreport data are adjusted to take into consideration any facility fiscal 
year offset with the state fiscal year, amended information submitted by thefacility, and 
capital costs. 

The private hospital facility-specific differences between UPL and estimated Medicaid 
payments are added together to calculate the statewide total for additional payments to all 
privately owned hospitals for inpatient services. This aggregate differencerepresents the total 
available in the PHPS program. An adjustment is made to the statewide total UPL to account 
for the effect of Medicaredisproportionate share payments and Medicare graduate medical 
education payments. 

5 .  	 Distribution of Private Hospital Proportionate Share payments among qualifyingprivate 
hospitals will occur withineach classification listed in section 6,and is based on the number of 
prospective encounters the hospital agrees to perform under its PHPS agreement with the 
Department, as a percentage of allencounters to be performed by all qualifying hospitals 
within the classification. 

6. 	The department will allocate the PHPS funding it determines is available to the classifications 
of PHPS listed below: 

a) Single-Point-Of-Entry Psychiatric (SPEP PHPS); 
b) Designated Evaluation And Treatment (DET PHPS); 
c) Children’s Medical Care (CMC PHPS); 
d) Institutional Community Health Care (ICHC PHPS); 
e) Rural Hospital Assistance (RHA PHPS); 
f )  Rural Health Clinic Assistance (RHCA PHPS); 
g) Mental Health Clinic Assistance (MHCA PHPS); and 
h) Substance Abuse Treatment Provider (SATP PHPS). 

7. 	 Qualifying hospitals receive proportionate share payments under one or more ofthe 
classifications listed in section 6 ,  if that hospital meets criteria applicable to that classification 
by entering into a written agreement with the Department. 

XVI. State Hospital Proportionate Share Incentive Payments 

1. 	 The department recognizes that state owned hospitals provide basic support for community 
and regional health care to clients who would otherwise be unable to readily access needed 
inpatient hospital service. To ensure continued access, the department will make a State 
Hospital Proportionate Share (SHPS) incentive payment each year to state owned hospitals in 
accordance with federal law in 42 CFR 447.272. 
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2. A qualified state ownedhospital is one that: 
a) is enrolled as a Medicaid provider of inpatient hospital services; 
b) is located within the State of Alaska; and 
c) is a state owned or operated facility. 

3 .  	 SHPS payments shall be paid annually on or before September30th during each federal fiscal 
year. The state may make one additional payment federalper year if needed to reconcile the 
fiscal year with state fiscalyear expenditures. State fiscalyear payments require moneyfrom 
two Federal fiscal years. The second payment may be held until thenext Federal fiscal year 
monies are available. 

The state determines a reasonable estimate of what Medicare would paid to state-owned 
hospitals, by calculating the Medicare upper limit in the following way: 

a) 	 Starting with the 1982 base year, each hospital’s total Medicare allowable costs, less 
capital costs, is inflatedforward to the currentyear using allowable adjustmentsas set 
out in public law,the Federal register,notices form the Centers for Medicareand 
Medicaid Services, hearing decisions,or similar authoritative notices. 

b) The current year inflated amount under a) is divided by the number of inpatientdays 
reported on the most recent Medicaid cost report to estimate the TEFRA limitper 
patient day foreach state owned hospital. 

c) Each hospitals TEFRA limit per patient dayis multiplied by the estimated number of 
Medicaid inpatient days forthe current year based on data reportedin the facility’s 
most recent Medicaid cost reports to arriveat a TEFRA limitfor the facility’s current 
year. 

d) The percentage of capital attributable toMedicaid inpatient days is added to the 
TEFRA limit calculatedin c) to arrive at the total TEFRA limitfor the currentyear. 

e) The total of estimated Medicaid payments for the currentyear is obtained by 
multiplying the current facility Medicaid inpatient rate bythe number of Medicaid 
inpatient days reported on themost recent Medicaid cost report. 

f )  	 The estimated Medicaid payments calculated ine) are compared to theUPL calculated 
under a), b), c),and d) to determine the difference,if any, between theUPL and the 
estimated Medicaid payments. 

g) 	 The amount available forSHPS distribution is determined by calculating the Medicare 
TEFRA upper payment limit for all the hospitalsin the SHPS group in the base year, 
less payments that were madeto the hospitals. The aggregate difference representsthe 
total availablein the SHPS program. 

4. Apportionment of availableS H P S  funds among qualifying hospitals will be made according 
each hospital’s numberof Medicaid inpatient daysas a percentageof the total Medicaid 
inpatient daysat all stateowned hospitals. 
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